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(h) Personal Guarantees. Individuals
who own at least a 20% ownership in-
terest in the borrower shall personally
guarantee the STLP loan. DOT
OSDBU, in its discretion and in con-
sulting with the Participating Lender,
may require other appropriate guaran-
tees for the loan as well.

(i) Collateral. All advances under the
STLP loan must be secured, at a min-
imum, by the assignment of the pro-
ceeds due under the transportation-re-
lated contract(s) being funded with
loan proceeds (the Assigned Contract).
The Participating Lender must have
first lien position on the Accounts Re-
ceivable generated by the Assigned
Contract. The Participating Lender
and/or DOT OSDBU may request addi-
tional collateral on any loan request or
loan guarantee request in order to
mitigate the credit risk and reduce po-
tential defaults and loan losses.

(j) Key Person Life Insurance. The as-
signment of existing life insurance
policies of personal guarantors or other
individuals critical to the borrower’s
operations may be required by the Par-
ticipating Lender and/or DOT OSDBU
in certain instances; and it is encour-
aged for those business applicants that
do not have a management succession
plan clearly in place or where a per-
sonal guarantee provides nominal fi-
nancial strength to the credit.

§22.15 Delinquency on Federal, State,
or Municipality Debt.

(a) The borrower must not be delin-
quent on any Federal, State, or mu-
nicipality debt, including tax debts.
Further, none of the principals and/or
owners of the borrower can be delin-
quent on any Federal, State, or mu-
nicipality debt, including personal tax
debt. The borrower must acknowledge
its status in writing as part of any
STLP loan guarantee application. Par-
ticipating Lenders and the DOT
OSDBU must verify the borrower’s sta-
tus through the use of business and
personal credit reports, as well as other
appropriate Federal and State data-
bases.

(b) If any delinquencies are deter-
mined during the application process,
consideration of the request must be
suspended until the delinquency is sat-
isfactorily resolved, as determined and

§22.21

approved by the Director. If the delin-
quency cannot be resolved within a
reasonable amount of time, the loan re-
quest must be declined.

§22.17 Compliance with child support
obligations.

Any holder of 50% or more of the
ownership interest in the recipient of a
STLP Loan must certify that he or she
is not more than 60 days delinquent on
any obligation to pay child support
arising under:

(a) An administrative order;

(b) A court order;

(c) A repayment agreement between
the holder and a custodial parent; or

(d) A repayment agreement between
the holder and a State agency pro-
viding child support enforcement serv-
ices.

§22.19 Credit criteria.

An applicant for a STLP loan must
be creditworthy and demonstrate an
ability to repay the loan as well as sat-
isfactory handling of the repayment of
past and current debts. The Partici-
pating Lender and DOT OSDBU shall
consider:

(a) Character, reputation, and credit
history of the applicant, its principals
and owners, and all other guarantors;

(b) Experience and depth of key man-
agement in the industry;

(c) Financial strength of the busi-
ness;

(d) Past earnings, projected earnings
and cash flow, and work in progress;

(e) Ability to repay the loan;

(f) Sufficient equity to operate on a
sound financial basis; and

(g) Capacity to perform under the
transportation-related contract(s).

Subpart C—Participating Lenders

§22.21 Participation criteria.

A lender who participates in the
STLP must meet the following cri-
teria:

(a) It must operate as a lending insti-
tution certified by the Federal Deposit
Insurance Corporation (FDIC), Federal
Reserve Board, Office of the Comp-
troller of the Currency, Office of Thrift
Supervision, Community Development
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